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UHGXFHG E\   >  @ 6HYHUDO UHVHDUFK ZRUNV VKRZ WKH HIIHFWV RI ELRHWKDQRO XVH RQ WKH HQHUJHWLFDOO\
SHUIRUPDQFHSROOXWDQWHPLVVLRQVDQGFRPEXVWLRQFKDUDFWHULVWLFVRIVSDUN LJQLWLRQHQJLQHV&KULVWLHHWDO >@XVHV
( DW D VXSHUFKDUJHG 6,( DQG VKRZV D GHFUHDVLQJ LQ IXHO FRQVXPSWLRQZLWK  DW HQJLQHPD[LPXP WRUTXH
VSHHG>@2WKHUVDXWKRUVVKRZHGWKDWWKHEUDNHWKHUPDOHIILFLHQF\VLJQLILFDQWLQFUHDVHVZLWKDWWKHLQFUHDVH





RI WKH&2DQG+&HPLVVLRQVDW WKHHWKDQROSHUFHQWDJH LQFUHDVH LQEOHQGZLWKJDVROLQH$WDQ





DVVXUHV FRPEXVWLRQGXUDWLRQGHFUHDVHVZLWKSRVVLELOLWLHV RI OHDQHUPL[WXUHV XVH ELRHWKDQRO±DLU EOHQGKDV DZLGHU
UDQJHRILJQLWLRQDELOLW\FRPSDULQJWRJDVROLQH«YHUVXV«DQGWKHTXDOLW\DGMXVWPHQWRIHQJLQHORDG





LQFUHDVHV DQG DOORZV WKH LQFUHDVLQJ RI WKH ERRVWLQJ SUHVVXUH KHOSLQJ WR LPSURYH WKH HQJLQH HQHUJHWLFDOO\
SHUIRUPDQFH>@7KHKLJKHUELRHWKDQRORFWDQHQXPEHULQFUHDVHVWKHDXWRLJQLWLQJUHVLVWDQFHRIWKHHQGJDV]RQH
ELRHWKDQRO EHLQJ FRQVLGHUHG DQ HIILFLHQW DQWLNQRFN DJHQW IRU WKH VXSHUFKDUJHG 6,( >  @ &RPSDUDWLYH WR
JDVROLQH ELRHWKDQRO KDV D KLJKHU ODPLQDU IODPH VSHHG DOPRVW  WLPHV KLJKHU D ORZHU DGLDEDWLF IODPH
WHPSHUDWXUH  R& FRPSDUDWLYH WR  R& D KLJKHU RFWDQH QXPEHU 521  FRPSDUDWLYH WR  DQG
JUHDWHUDXWR LJQLWLRQ WHPSHUDWXUH  R&FRPSDUDWLYH WR« R&  >@$OO WKHVHDVSHFWV LQIOXHQFH WKH
F\FOHYDULDELOLW\RIWKHFRPEXVWLRQSURFHVV 
7KH QRYHOW\ RI WKLV SDSHU LV WKH F\FOH YDULDELOLW\ VWXG\ IRU D WXUER FKDUJHG HQJLQH IXHOOHG ZLWK ELRHWKDQRO
GHYHORSHGIURPDQDVSLUDWHGSHWUROHQJLQHELRHWKDQROEHLQJXVHGDVDQDQWLNQRFNDJHQW7KHF\FOHYDULDELOLW\FDQEH
FKDUDFWHUL]HG E\ FRHIILFLHQWV RI LQF\OLQGHU SUHVVXUH YDULDWLRQ 7KH LQWHQVLW\ RI WKH F\FOH YDULHW\ SKHQRPHQD LV
GHILQHGE\WKHFRHIILFLHQWRIF\FOHYDULDELOLW\DVUHODWLRQDQGVKRZV7KHFRHIILFLHQWRIF\FOHYDULDELOLW\






































DQJOH ZKHUH PD[LPXP SUHVVXUH RFFXUV DSPD[ LQ WKH F\FOH QXPEHU ³L´ *HQHUDOO\ WKH ZD\ RI F\FOH YDULDELOLW\
HYDOXDWLRQIRUUHJLPHVZLWKVSDUNWLPLQJFORVHUWRWKHYDOXHRIVSDUNWLPLQJIRUPD[LPXPWRUTXHEUDNH07%WKH
&29RIPD[LPXPSUHVVXUH LV VXLWDEOH 7KH&29RIPD[LPXPSUHVVXUH DQJOH LV XVHG IRU FKDUDFWHUL]DWLRQ RI WKH
FRPEXVWLRQF\FOHYDULDELOLW\GXULQJWKHLQLWLDOSKDVHRIFRPEXVWLRQ7KH&29,0(3LVWKHPRVWVXLWDEOHLQVWUXPHQW
WR GHILQH WKH HQJLQH UHVSRQG WR WKH FRPEXVWLRQ SURFHVV YDULDELOLW\ DQG GHILQHV WKH OLPLW RIPL[WXUH OHDQLQJ7KLV
F\FOHFRHIILFLHQWFDQDOVRLQGLFDWHWKHYDULDELOLW\RIIODPHGHYHORSPHQWGXULQJWKHLQLWLDOSKDVHRIFRPEXVWLRQ>
@ 7KH IXHO W\SH LQIOXHQFHV WKH F\FOH YDULDELOLW\ E\ WKH YDOXH RI LWV ODPLQDU IODPH YHORFLW\ )RU KLJKHU ODPLQDU
FRPEXVWLRQVSHHGRI WLPHVKLJKHU IRUELRHWKDQROYHUVXVJDVROLQH WKHELRHWKDQRO IODPHGHYHORSPHQW LVPXFK
TXLFNHUFRPSDUDWLYHWRJDVROLQH$KLJKHUFRPEXVWLRQYHORFLW\UHGXFHVWKHLQIOXHQFHRIWXUEXOHQFHDQGUHGXFHVWKH
F\FOHYDULDELOLW\ >@7KHTXDOLW\RI WKH LQF\OLQGHUPL[WXUH LQIOXHQFHV WKHFRPEXVWLRQSURFHVV WKUXFKHPLFDO
UHDFWLRQVSHHGZLWKDPD[LPXP LQ WKHDUHDRI ULFKGRVDJH WKHLQLWLDODQGILQDOSKDVHVRI WKHFRPEXVWLRQSURFHVV
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D E
)LJD&29GSGĮPD[YHUVXVDLUIXHOUDWLRE&29ĮSPD[YHUVXVDLUIXHOUDWLR
7KH F\FOH YDULDELOLW\ FRHIILFLHQWV &29 IRU LQGLFDWHG PHDQ HIIHFWLYH SUHVVXUH ,0(3 PD[LPXP SUHVVXUH
PD[LPXPSUHVVXUH ULVH UDWHDQGDQJOHRIPD[LPXPSUHVVXUHZHUHFDOFXODWHG LQRUGHU WRHYDOXDWHKRZ WKHHQJLQH
UXQQLQJLVDIIHFWHGE\WKHYDULDELOLW\RIWKHFRPEXVWLRQSURFHVVDOOWKHYDOXHVRIWKHF\FOHYDULDELOLW\FRHIILFLHQWVDUH
SUHVHQWHGLQWKH)LJDQG7KH)LJDEDQGDEVKRZWKHF\FOHYDULDELOLW\FRHIILFLHQWVIRULQGLFDWHGPHDQ
HIIHFWLYH SUHVVXUH ,0(3 PD[LPXP SUHVVXUH PD[LPXP SUHVVXUH ULVH UDWH DQG DQJOH RI PD[LPXP SUHVVXUH





OHDQ PL[WXUHV UHJLPH Ȝ  IURP  WR  7KH GHFUHDVH WHQGHQF\ LQ FRHIILFLHQW YDOXHV VKRZV WKH
LPSURYHPHQWRI WKH FRPEXVWLRQSURFHVV DW( IXHOOLQJ IRU HQWLUH DUHDRI DLUIXHOPL[WXUHV DQG WKHSRVVLELOLW\ RI
VWDEOH UXQQLQJ HYHQ LQ WKH DUHDRI YHU\ OHDQGRVDJHV Ȝ  WKH FDOFXODWHGYDOXHVEHLQJXQGHU DGPLWWHGYDOXHRI
7KH F\FOHYDULDELOLW\ FRHIILFLHQW IRUPD[LPXPSUHVVXUH LV UHODWHGZLWKGHWHUPLQDWLRQRI WKHRSWLPXPVSDUN
LJQLWLRQ WLPLQJ YDOXH )RU JDVROLQH IXHOOLQJ WKH &29SPD[ LV  DW Ȝ   DW Ȝ  DQG  DW Ȝ 7KH
YDOXHVGHFUHDVHDW(IXHOOLQJWRIRUȜ IRUȜ DQGIRUȜ DVILJEVKRZV)RUULFK
DQG VWRLFKLRPHWULF GRVDJHV WKH YDOXHV RI &29SPD[ DUH EHORZ  DQG WKH QRUPDO PDQHXYHUDELOLW\ RI WKH
DXWRPRWLYHLVDVVXUHG$WYHU\OHDQPL[WXUHVWKHYDOXHVGRQ¶WVLJQLILFDQWO\H[FHHGWKHDGPLWWHGOLPLWDQGDIXUWKHU
RSWLPL]DWLRQ RI VSDUN LJQLWLRQ WLPLQJ FDQ EH GRQH7KH ILJ D SUHVHQWV WKH F\FOH YDULDELOLW\ FRHIILFLHQW IRU WKH
PD[LPXPSUHVVXUHULVHUDWH,QLWLDOO\IRUJDVROLQHIXHOOLQJ&29GSGĮPD[LVIRUȜ DQGGHFUHDVHVWR





Ȝ DQG IURP WRIRUȜ )RU OHDQPL[WXUHVȜ  DW(XVH WKHYDOXHRI &29DSPD[GHFUHDVHV
IURPWRZLWKPD\EHUHODWHGWRWKHUHGXFWLRQRIWKHLQLWLDOFRPEXVWLRQSKDVHGXUDWLRQ
&RQFOXVLRQV
7KHXVHRI(IXHO OHDGV WRDJHQHUDOO\ LPSURYHPHQWRIFRPEXVWLRQYDULDELOLW\HVSHFLDOO\ LQ WKHDUHDRIYHU\
OHDQ GRVDJH O  DOVR GXH WR ELRHWKDQRO ZLGHU OLPLW RI LQIODPPDELOLW\ FRPSDUDWLYH WR JDVROLQH 7KH F\FOH
YDULDELOLW\GHFUHDVHVLQWHUPVRI,0(3IRUHQWLUHGRPDLQRIO «ZLWKPRUHVLJQLILFDQWGHFUHDVHVGRZQWLOO
a  LQ WKH DUHD RI YHU\ OHDQ PL[WXUHV 7KLV DVSHFW VKRZV D JRRG UHVSRQVH RI WKH HQJLQH UXQQLQJ WR F\FOH
YDULDELOLW\ ZKHQ ( LV XVHG FRPSDUDWLYH WR JDVROLQH 7KH &29SPD[ UHJLVWHUHG YDOXHV ZLWK « EHORZ
JDVROLQHIXHOOLQJ0D[LPXPSUHVVXUHULVHUDWH&29GHFUHDVHVZLWK«LQWKHDUHDRIO «VKRZLQJ
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JRRGSHUVSHFWLYHIRUIXUWKHUVSDUNWLPLQJRSWLPL]DWLRQ)RUULFKDQGYHU\OHDQPL[WXUHUHJLPHVWKHF\FOHYDULDELOLW\
GXULQJ WKH LQLWLDO FRPEXVWLRQ SKDVH HYDOXDWHG E\ &29DSPD[ GHFUHDVHV WR « GHFUHDVHG UHODWHG ZLWK




RI WKH 0LQLVWU\ RI (XURSHDQ )XQGV WKURXJK WKH )LQDQFLDO $JUHHPHQW 326'586 7KH DXWKRUV
ZRXOGOLNHWRDGGUHVVVSHFLDOWKDQNVWRWKH$9/*0%+*UD]$XVWULDIRUSURYLGLQJWKHQHFHVVDU\HTXLSPHQW¶V7KLV
ZRUNZDVSDUWLDOO\VXSSRUWHGE\WKHVWUDWHJLFJUDQW326'586RIWKH0LQLVWU\RI1DWLRQDO
(GXFDWLRQ 5RPDQLD FRILQDQFHG E\ WKH (XURSHDQ 6RFLDO )XQG ± ,QYHVWLQJ LQ 3HRSOH ZLWKLQ WKH 6HFWRULDO
2SHUDWLRQDO3URJUDPPH+XPDQ5HVRXUFHV'HYHORSPHQW
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